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OATH OR AFFIRMATION

r

I, CHANG-YAU CHEN ", swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HANMI PACTFIC SECIRITIES, INC _ , as

of __ DECEMBER 31 ,2006 _, are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

Ay CONM, # 1445794 '
M

Y REINGTARY PURLIC-CALIFORNIA D " Signat
LOS ANGELES COUNTY ()
COMM. EXP. NOV. 11, 2007 <

Rinice i/

J' /\1 [ : Title

Notary Public

This report ** contains (check all applicable boxes):

B (a) Facing Page.

B (b) Statement of Financial Condition.

B (c) Statement of Income (Loss).

® (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors,

Xl (g) Computation of Net Capital.

B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

[J (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. ’

B (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




8
)

HANMI PACIFIC SECURITIES, INC.
FINANCIAL STATEMENTS
Year Ended December 31, 2006

(With Independent Auditor’s Report Thereon)



LEE & PARK CO.

Certified Public Accountants

Independent Auditors’ Report

The Board of Directors
Hanmi Pacific Securities, Inc.:

We have audited the accompanying statement of financial condition of Hanmi
Pacific Securities, Inc. as of December 31, 2006 and the related statements of
operations, changes in stockholder’s equity and cash flows for the year then ended.
These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatements. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of Hanmi Pacific Securities, Inc. at
December 31, 2006, and the results of its operations and its cash flows for the year
then ended in conformity with accounting principles generally accepted in the
United States of America.

Qur audit was made for the purpose of forming an opinion on the financial
statements taken as a whole. The information contained in Schedule 1 and 1(a) is
presented for purposes of additional analysis and is not required for a fair
presentation of the financial statements, but is supplementary information required
by Rule 17a-5 of the Securities and Exchange Commission. Such information has
been subjected to the auditing procedures applied in our audit of the financial
statements and, in our opinion, is fairly stated in all material respects in relation to
the financial statements taken as a whole.

ot Pre L. |

February 20, 2007

3550 Wilshire Boulevard, Suite 738, Los Angeles, California 90010
Telephone 213. 381. 3787 Facsimile 213. 381. 5366




HANMI PACIFIC SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
As of December 31, 2006

ASSETS
Current assets:
Cash and cash equivalents (note 2)
Loan receivable (note 3)
Other current asset

Tofal current assets

Property and equipment, net (note 4)
Other assets

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities:
Accrued and other current liabilities
Total liabilities

Commitments and contingencies (note 7)

Stockholder's equity:
Common stock, no par value; 1,000,000 shares authorized,
213,000 shares issued and outstanding
Accumulated loss

Total stockholder's equity

Total liabilities and stockholder's equity

See accompanying notes to financial statements.

16,191
110,000
5,000

131,191

10,139
1,500

142 830

3,134

3,134

213,000
(73,304)

139,696

142,830




HANMI PACIFIC SECURITIES, INC.
STATEMENT OF OPERATIONS
For the year ended December 31, 2006

Revenues:

Commissions and fees

Interest

Selling, general and administrative expenses:
Consulting
Office expense
Salaries and employee benefits
Others

Loss from operations
Income tax provision

Net loss

See accompanying notes to financial statements.

29,308
5,169

34,477

21,540

8,290
55,042
12,707

97,579
(63,102)
(800)

(63,902)




HANMI PACIFIC SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the year ended December 31, 2006

Net
Shares Common Accumulated stockholder's
outstanding stock loss equity

Balance at

December 31, 2005 ~ 113,000 $ 113,000 § (9,402) % 103,598
Additional issue of stock 100,000 _ 100,000 100,000
Net loss (63,902) (63,902)
Balance at

December 31, 2006 213,000 §$ 213,000 $ (73,309) $ 139,696

See accompanying notes to financial statements.




HANMI PACIFIC SECURITIES, INC.
CASH FLOWS STATEMENT
For the year ended December 31, 2006

Cash flows from operating activities.
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization

Working capital and other changes related to operations:
Other current assets
Other assets
Accrued and other current liabilities

Net cash used in operating activities

Cash flows from investing activities:
Payments for loans receivable
Purchase of property and equipment

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from the issuance of common stock

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information -
Cash paid during the year for interest
Cash paid during the year for tax

See accompanying notes to financial statements.

(63,902)
1,861
(5,000)

(1,500)
3,134

(65,407)

(110,000)
(10,000)

(120,000)

100,000

100,000

(85,407)

101,598

16,191

800
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SCHEDULE 1
COMPUTATION OF NET CAPITAL
139,696
1. Totat ownership equity from Statement of Financial Condition [3480]
i .
- i
2. Deduct ownership equity not allowable for Net Capita! -t B 49015
139,686
3. Total ownership equity qpaliﬂed for Net Capital (3500]
4, Add:
A. Liabilities subordinated to claims of general creditors [3520)
allowable in computation of net capital |
B. Other (deductions) or allowable credits (List) 3
z ; |
[3525A} [3525B]
[3525D)
[3525C)
S - i |
i
[3525F) (35231
[3525E]
5. Total capital and allowable
subordinated liabilities (3530]
6. Deductions and/or charges:
A. Total nonallowable assets —"‘125—639——{3540]
from Statement of Financial |
Condition (Notes B and C) |
B. Secured demand note r
deficiency [3590]
C. Commodity futures + ]
contracts and spot [3600]
commodities - proprietary
capital charges
D. Other deductions and/or 2 i
Charges (3610) [3620)
7. Other additions and/or credits (List)
| IR |
[3630A] {36308]
[36300]
[3630C]
L‘ o ) :
[3630F) (3630
[3630E]
13,057
8. Net capital before haircuts on securities [3640]
positions
9. Haircuts on securities (computed,
where applicable, pursuant to 15¢3-1
) S
A. Contractual securities t . o
commitments (3660]
+ :

B. Subordinated securities




borrowings [3670)
C. Trading and Investment
securities:
1. Exempted + |
securities [3735]
. + |
2. Debt securities [3733]
L SRR
3. Options (3730}
i
- =+ |
4. Other securities [3734]
- + |
D. Undue Concentration (3650)
E. Other {List}
[3736A] [3736B]
{37356D)
[3736C]
, . +! :
{3736F]
[3736E] |
[3736] {3740]
13.057
10. Net Capital [3750]
COMPUTATION OF BASIC NET CAPITAL -REQUIREMENT
Part A
. 209
11. Minimum net capital required (6-2/3% of line 19) . [3756)
12. Minimum dollar net capital requirement of reporting broker or 4! 5,000
dealer and minimum net capital requirement of subsidiaries [3758]
computed in accordance with Note(A) _
5.000
13. Net capital requirement (greater of line 11 or 12) (3760)
B,057
14. Excess net capital (line 10 less 13) (3770]
12,744
15, Excess net capital at 1000% (line 10 less 10% of line 19} [3780]
COMPUTATION OF AGGREGATE INDEBTEDNESS
3,134
16. Total A.l. liabilities from Statement of [3790]
Financial Condition
17. Add:
LT T
A. Drafts for immediate credit 13800)
+ |

B. Market value of securities :
borrowed for which no [3810]




rFall Hacs AU uliiadiiind U NG L A aptildl

equivalent value is paid or

credited
C. Other unrecorded amounts
{List)
i
' [3820A]
(e —— g
[3820C)
(3820E)

19. Total aggregate indebtedness

20. Percentage of aggregate indebtedness
to net capital {line 19/ line 10}

F A4 WV

2+ |

[38208]
* N
[3820D)
LT
[3820F)
[3820) [3830]
3,134
[3840]
% 24

THE ABOVE COMPUTATION DIFFERS FROM THE COMPUTATION OF NET CAPITAL AS COF
. DECEMBER 31. 2006, WHICﬁ WAS PREVIOUSLY FILED BY THE COMPANY ON FORM

X - 17A - 5. RECONCILIATION IS COMPUTED IN THE ACCOMPANYING SCHEDULE 1 ({\)




Schedule 1 (A)

HANMI SECURITIES, INC.
Reconciliation of Supplementary Schedule 1 Computation
Under Rule 15¢3-1 as of December 31, 2006 with
Company's Computation as of December 31, 2006

Net Capital
Balance per Company's computation 3 14,140
Adjustment to:
Nonallowable assets 12,040
Ownership equity (13,123)
Balance per Schedule 1 h 13,057




HANMI PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

1. Organization

Nature of business
Hanmi Pacific Securities, Inc. (the “Company”) is a registered broker-dealer in securities under the

Securities Exchange Act of 1934. The Company incorporated in the state of California in 2005 and
acquired the membership in NASD on February 10, 2006.

Exemption from the requirements of Rule 15¢3-3

Under the membership agreement with NASD and pursuant to Rulel5¢3-3(k)(2)(ii), the Customer
Protection Rule, the Company conducts on a fully disclosed basis under a clearing arrangement and does
not execute and clear securities and commodities transactions for customers. Accordingly, the Company
is exempt from the requirements of Rule 15¢3-3 under the Securities Exchange Act of 1934 pertaining to
the possession or control of customer-owned assets and reserve requirements.

2. Summary of Significant Accounting Policies

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses. Accordingly, actual results could differ from these
estimates.

Cash and Cash Equivalents
The Company considers cash, cash from bank and installment savings and certificate of deposit to be cash

and cash equivalents.

Property and Equipment

Property and equipment are stated at cost. Expenditures for repairs and maintenance are expensed as
incurred, and any gain or loss on disposition is included in income as realized. Depreciation and
amortization are provided using the straight-line method over the following estimated useful lives:

Machinery and equipment 5 years
Furniture and fixtures 7 years
Leasehold improvements Shorter of 39 years or term of the lease

Income Taxes

The Company recorded income taxes based on an asset and liability approach to financial accounting and
reporting for income taxes. Deferred income tax assets and liabilities are computed annually for
differences between the financial statements and income tax basis of assets and liabilities that will result
in taxable or deductible amounts in the future. Such deferred income tax asset and liability computations
are-based on enacted tax laws and rates applicable to periods in which the differences are expected to
affect taxable income. Valuation allowances are established when necessary to reduce deferred income
tax assets to the tax payable or refundable for the period plus or minus the change during the period in
deferred income tax assets and liabilities.

New Accounting Pronouncements
The Company adopted Financial Accounting Standard Board (“FASB”) Interpretation No. 46(R),

Consolidation of Variable Interest Entities, an interpretation of ARBSI, (“FIN 46R”), as revised, to
determine when enterprises should consolidated variable interest entities (“VIE’s”). FIN46R requires that
VIE be consolidated by its “primary beneficiary”, who is the party subject to the majority of the expected




HANMI PACIFIC SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

residual returns of the VIE, or both. The adoption did not have a material impact on the Company’s
financial statements as of December 31, 2006 and for the year then ended.

3. Loans Receivable

As of December 31, 2006, there are two loans outstanding in the amount of $100,000 and $10,000 to
Ideal asset management and the Company’s officer, respectively. Interest charge was calculated based on
the outstanding loan amount, the outstanding days of loans receivable with the fixed interest rate of 5%.

4. Property and Equipment

As of December 31, 2006, property and equipment consist of the following:

Furniture and fixtures $ 5,000
Machine and equipments 7,000
12,000
Accumulated depreciation {1,861)
3 10139

5. Income Tax

The Company incurred federal income tax expense of $0 and California state income tax expense of $800
for the year ended December 31, 2006. The Company has accumulated net operating loss carry-forward
balance of $72,931 and $73,301 for federal and California state tax purpose, respectively, and may be
applied against future taxable income until 2026.

6. Net Capital Requirement

The Company, as a registered broker and dealer in securities, is subject to the Uniform Net Capital Rule
(Rule 15¢3-1) under the Securities Exchange Act of 1934, which required the maintenance of minimum
net capital. Such rule prohibits the Company from engaging in any security transactions whenever its
“aggregate indebtedness” (as defined) exceeds fifteen times its “net capital” (as defined). Under such rule,
and the related rules of the National Association of Securities Dealer, Inc., the Company may be required
to reduce its business if its net capital ratio exceeds 12 to 1, and it may be prohibited from expanding its
business if its net capital ratio exceeds 10 to 1.

At December 31, 2006, the Company had a net capital requirement of $5,000, whereas it had a net capital
of $13,057.

7. Commitments and Contingencies

As of December 31, 2006, the Company leases the office spaces under long-term operational lease, which
are non-cancelable through January 31, 2007 and are expecting to be under month-to-month lease after
expiration. The leases contain provision for payments by the lessee for property taxes, maintenance and

other operation costs. Minimum future rentals for non-cancelable operational lease are $1,000 for year
2007.

The Company is subject to various claims that arise in the normal course of business. Currently, the
Company is not under any legal litigation. Management does not believe that there are any issues
outstanding that will have a significant impact in the Company’s financial position or results of operation.
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LEE & PARK CO.

Certitiad Public Accountants

Indegendént Auditors’ Report

The Board of Directors
Hanmi Pacific Securities, Inc.:

We have audited the financial statements of Hanmi Pacific Securities, Inc. for the
year ended December 31, 2006, and have issued our report thereon dated
February 20, 2007. As part of our audit, we made a study and evaluation of the
Company’s system of internal accounting control (which includes the procedures
for safeguarding securities) to the extent we considered necessary to evaluate the
system as required by generally accepted auditing standards. The purpose of our
study and evaluation, which included obtaining an understanding of the
accounting system, was to determine the nature, timing, and extejlt of the auditing
procedures necessary for expressing an opinion on the Company’s financial
statements. We also made a study of the practices and procedures followed by the
company in making the periodic computations of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and the procedures for determining compliance
with the exemptive provisions of Rule 15¢3-3(k)(2)(ii} that we considered
relevant to the objectives stated in Rule 17a-3(a)(11). We did not review the
practices and procedures followed by the Company in making the quarterly
securities examinations, counts, verification and comparisons and the recordation
of differences required by Rule 17a-3 or in complying with the requirements for
prompt payment for securities under Section 8 of Regulation T of the Board of
Govemors of the Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company is responsible for establishing and maintaining
a system of internal accounting control and the practices and procedures referred
to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to access the expected benefits and
related costs of control procedures and of the practices and procedures referred to
in the preceding paragraph and to assess whether those practices and procedures
are to provide management with reasonable, but not absolute, assurance that
assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance
with management’s authorization and recorded properly with generally accepted
accounting principles.

Because of inherent limitations in any system of internal accounting control,
errors, or irregularities may nevertheless occur and not be detected. Also,
projection of any evaluation of the system to future periods is subject to the risk
that procedures may become inadequate because of changes in conditions, or that
the degree of compliance with the procedures may deteriorate.

3550 Wilshire Boulevard, Suite 738, Los Angeles, California 90010
Telephone 213. 381. 3787  Facsimile 213. 381. 5366



Our study and evaluation made for the limited purposes described in the first
paragraph would not necessarily disclose all weaknesses in the system.
Accordingly, we do not express an opinion on the system of internal accounting
control of Hanmi Pacific Securities, Inc. taken as a whole. However, our study
and evaluation disclosed no condition that we believe to be a material weakness.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the
commisSion to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company’s practices and procedures were adequate at December
31, 2006 to meet the Commission objectives.

This report is intended solely for the use of management, the National Association
of Securities Dealers, Inc. and should not be used for any other purpose.

Lo f

February 20, 2007



